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rr SEEMS reasonably clear that the national patrimony of 
the people of the United States has been dissipated in 
recent years, and is still being dissipated, at a rate never 
before seen in our history. 

For over a dozen years, savers and the act of saving have 
been under attack from many angles and by a variety of 
devices. We have had what has amounted to an anti-saver 
program as a national governmental policy. It has mani- 
fested itself in a variety of ways. There have been the 
governmentally-enforced low interest rates. To make the 
resulting small returns still less effective, we have em- 
braced various programs for currency depreciation. There 
has been almost no good word said in official circles in 
behalf of saving or savers. Instead, spending programs of 
almost every conceivable sort have been embraced. Money 
was to be put in the hands of consumers “to create pur- 
chasing power.” The national economic pie was to be cut 
up and distributed. A tax was laid on undistributed cor- 
poration surpluses. Our less thrifty people have been led 
to rely upon the government for support, both in the 
present and in the future. Inefficiency and high-cost pro- 
ducers have been subsidized at the taxpayers’ expense, and 
efficiency has been penalized by extortionate taxes and 
otherwise. The notion has been cultivated that savers are 
withholders of wealth and income from society, and that 
they are parasites resting upon the backs of the poor, the 
indigent, and the unfortunate. The untenable socialist 
underconsumption theory of business depression was 
generally embraced in federal official circles — although 
this does not now seem to apply to a majority of the present 
Congress — with the consequence that spending and waste, 
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rather than saving and economy, became standards of 
economic virtue. 

General discussion and understanding of the economic 
functions and virtues of saving largely disappeared. One 
of the tenets of “progressive” thinking in economics and 
government was to deplore saving and to approve spend- 
ing. A new “Economics” had come into being. Spending 
and debt became virtues. “Liberalism” became the popular 
thing, and fundamentally it meant little more than being 
liberal with other people’s savings. 

An understanding of the most elemental (and elemen- 
tary) truths in economics should make one realize that a 
most fundamental reason for the economic progress of 
this nation from the time and economy of the Indians un- 
til now is to be found in the creation, use, and expansion 
of capital goods. Other agents of production also played 
an important part, of course; but, without the great devel- 
opment and use of capital, human enterprise could not 
have accomplished much in adding to this nation’s eco- 
nomic well-being. 

Saving is a prerequisite to capital goods. An attack on 
savers impairs the accumulation of capital and undermines 
a nation’s well-being. Impairment of capital accumulation 
is a form of capital destruction; and capital destruction is 
one of the most effective ways in which a people can dis- 
sipate its national patrimony. 

During the depression years of the 1930's and the years 
of World War II, capital was dissipated at a frightful rate 
and in a multitude of ways, and the net accumulation of 
capital in the interests of production for civilian peace- 
time uses was in general at a very low level and probably 
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was at times a minus quantity. The replacement needed to 
bring us back to that standard of economic well-being that 
we should otherwise have attained is so great that any 
figures showing current prosperity need to be subjected to 
the analysis that the past and present dissipation of our 
capital requires. 

In this dissipation of our national patrimony, our tax- 
payers have been subjected to what has been for the United 
States an unprecedented and ruthless treatment. Tax rates 
were placed at high and destructive levels and made ex- 
tremely progressive. It probably is not too much to say that 
a revolution has taken place in this country in the last 
dozen or so years in so far as the federal administration's 
attitude toward savers and taxpayers is concerned. 

Symbols of current prosperity should not be permitted 
to obscure these fundamental changes in the political and 
economic affairs of the United States. The consequences 
of this revolutionary shift in the federal government's 
attitude toward savers and taxpayers may not show them- 
selves clearly to the great mass of people until a consider- 
able time has elapsed. The monetary veil tends to obscure 
for many people for a considerable period of time the facts 
as to the accumulation or dissipation of real wealth, capital, 
and consumers’ goods. 

This shift in governmental attitude has set this 
nation on a dangerous course. It is not new in the world’s 
history ; it is merely new in the history of the United States. 
The lesson of history is that our government in this re- 
spect is playing a game in which, if continued, this country 
cannot win. This particular game should be stopped as 
quickly as possible. 

As in the case of a relatively prosperous individual, it 
is not easy to indicate with any high degree of accuracy 
how far a nation can go in dissipating its real wealth, in 
attempting to aid the unfortunate, without doing great or 
irreparable damage to itself. Obviously, when it seems clear 
that help is badly needed and should be extended, about 
all that can be done is to have a group of our most com- 
petent citizens estimate as accurately as they can how far 
we can safely go in extending aid which depletes our re- 
sources and specify the purposes for which such aid can 
be used to produce the best results. Thereafter the best we 
can do is to hope that such estimates are reasonably accu- 
rate and, when we find errors have been made, correct 
them. 

For the aid already extended and to be extended to the 
people and governments of other nations, the taxpayers of 
the United States have been forced to assume an unprece- 
dented burden — sums amounting annually to more than 
our annual federal expenditures for the years 1922-1933, 
before our government embarked upon its spending orgy 
for economic pump-priming, arming, war, and post-war 
enterprises. 

One of the unfortunate aspects of much of the current 
discussion regarding our aid to other countries lies in the 
frequently-expressed notion that our exports of real wealth 


mean, or contribute to, prosperity for the United States. 
To the extent that imports of real wealth do not equal dur 
exports we are depleting our national resources. It is a 
mistake to think of our heavy excess of exports over im- 
ports as ‘a prop to our domestic prosperity.’ Although 
it may be a prop to prices, it involves a dissipation of our 
real wealth. 

Similarly, it is a mistake to regard our economy as sound 
or prosperous when productive activity is high if a large 
percentage of this product is not left in this country for 
our people to utilize and to enjoy. High indexes of pro- 
ductivity, of employment, of prices, of bank deposits, are 
all misleading to the extent that our people are not able to 
have and to enjoy the products of their efforts or the prod- 
ucts of other countries equal in value to our exports. 

The money being paid out for these exports and for 
their production — chiefly our own dollars —— tends to 
obscure the realities of the economic situation. Of all the 
money received for our exports the best is gold since it 
can buy goods any time anywhere if goods and services 
are to be bought at all. But such receipts are purchasing 
power held in suspense until such time as we find it worth 
while to exchange this most superior buying power for 
goods and services. 

The heavy burdens on our taxpayers and savers have 
arisen only in part out of this aid, wise and unwise, ex- 
tended by our government to other countries. The spending 
for domestic purposes here at home is profligate. The 
attitude of those government officials responsible for it is 
a phenomenon of a type that seems clearly to be unprece- 
dented in this country. It is a disease that runs counter to 
the best traditions of the people of the United States and 
of some of the elemental lessons which the experiences of 
humanity have taught people and nations over and over 
again. 

Its manifestations are obvious to all responsible adults, 
and its causes have been assayed many times and described 
accurately enough by those who understand its nature and 
dangers. The important point is that this nation still con- 
tinues in large degree, with apparently relatively little 
change, on this general course, and that the thinking and 
attitude of those government officials responsible for such 
continuation are factors that the more sober-minded people 
of this country have not yet been able to overcome 
satisfactorily.! 

As a nation we have not been, and still are not, greatly 
unlike the profligate spending individual who scatters to 
the winds and gives to all comers the savings passed on to 
him by his ancestors. While we have been, and are being, 
a Santa Claus to practically all who hold out their hands 
for help, at home and abroad, we should realize that once 


1 State taxpayers’ associations and various national and other organiza- 
tions and groups, along with an increasing number of men and women in 
and out of Congress, have been fighting vigorously in behalf of the taxpayer, 
and it seems quite probable that the tide of events, flowing so strongly 
against him in recent years, may at last be arrested and even receding. But 
much remains to be done before confidence in this aspect of our economux 
situation can be assured or justified. 
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this wealth is dissipated there is nowhere in this world a 
Santa Claus for the people of the United States. 

In addition to the dangers inherent in the attitude of 
those government officials largely responsible for this 
profligate spending, there is the arresting and disturbing 
fact that so many people in positions of leadership outside 
government circles are willing or active participants in 
this federal policy of spending. Pressure groups of almost 
every conceivable variety go to Washington for alms or 
for ‘their share” of the looting of the taxpayers. Agricul- 
tural leaders, labor leaders, owners of mineral resources, 
heads of big industrial enterprises, heads of little enter- 
prises, leaders in education, leaders in fields of religion, 
and so on and on seek financial aid from the federal govern- 
ment. They speak proudly of getting federal heip. It is 
now a respectable thing to do. It is, according to present 
standards of behavior, a manifestation of power and 
importance, 

These people do not announce proudly that they were 
able to persuade some government official or officials to 
throw another burden on the helpless taxpayer; what they 
speak of is “government money,” or government support 
for prices, or some similar thing. The notion that there is 
government money apart from the taxpayers’ money is 
widespread in this nation. It is one of the outstanding 
symptoms of our general economic illiteracy. 

It would be a national blessing, indeed, if Congress and 
the press in Washington, acting together or independently, 
would, in response to every effort to get such federal help, 
issue a statement to all newspapers and radio commenta- 
tors to the effect that Mr. Blank is attempting to obtain 
some of the taxpayers’ money for himself or his particular 
interests; that, as a competitor in our economic system, he 
is inefficient and wishes the taxpayers to subsidize him; 
that the demands for his product are not sufficiently great 
to warrant his continuation in business and that as a con- 
sequence he wishes the taxpayers to pay for his losses; 
that, in principle, he is apparently a follower of the 
Marxian concept, ‘From each according to his ability, to 
each according to his needs,’ since he wants others to 
help him according to what he insists are his needs. 

It undoubtedly would be socially beneficial if every 
Congressman and every other governmental official were 
required, when dealing with governmental expenditures, to 
speak not of government money but of the taxpayers’ 
money. Similarly, it should be helpful, also, if each person 
asking for or getting the taxpayers’ money through Wash- 
ington were required to advertise the fact in newspapers 
and by radio in the manner suggested. 

It is not difficult to find businessmen who praise the 
virtues of a competitive system and condemn the heavy 
tax load resting upon our taxpayers, and who, at the same 
time, try to get some of the taxpayers’ money in the form 
of subsidies or otherwise. It would doubtless be helpful 
if every person who publicly praises the competitive system 





or condemns the burdens of taxation were required to 
sign an affidavit to the effect that he has not sought nor 
received government relief from free and fair competition 
and that he has done nothing to add to the burdens of 
the taxpayers. It probably is a good guess that if the 
official spenders and seekers after alms at the expense of 
Our taxpayers were compelled to describe their transactions 
in accurate terms very few people would find good cause 
to run to Washington for handouts and very few Congress- 
men would be disposed to spend the taxpayers’ money 
except for things that would generally pe regarded as 
necessary. 

It probably would serve no useful purpose here to 
summarize the striking instances of pressure groups asking 
for and getting subsidies at the expense of the largely 
helpless taxpayers. There are, however, in the light of re- 
cent and current discussions, two topics of outstanding 
interest which have a direct bearing upon the welfare of 
our taxpayers and of our national well-being..One is the 
question of “scarce dollars’ in international relations; the 
other is the agitation for “a free gold market’ and for a 
higher price for gold. The latter grows out of a mixture 
of a desire of gold mine interests for subsidy and a variety 
of notions being advanced by others. The former has its 
Origin in a peculiar shift in the use of terms in foreign 
exchange matters combined with an agitation to extend 
help to foreign countries in some instances regardless ap- 
parently of the effect on our taxpayers and our national 
well-being. 

The expression “‘scarce dollars’ is relatively new — 
probably originating with the discussions connected with 
the proposals for an International Fund and Bank. Dollars 
are not scarce in so far as foreign nations are concerned if 
they have something that we want in exchange for our 
dollars. Britain is concerned about scarce dollars. This 
merely means that at the present ratio which is being main- 
tained between her paper pound and our dollar the supply 
of our dollars at her disposal will soon be exhausted. But 
the point involved is this: If Britain offered more pounds 
for dollars than she is offering now — that is, enough 
pounds to attract dollars — she would get dollars. But this 
is not what she wishes to do; she does not wish her 
pound to depreciate in terms of our dollars. “Scarce dol- 
lars’’ for her therefore means that her pound is over valued 
and that she does not wish to face the consequences. If 
she could export a sufficient amount of goods and services 
to equal her imports, no other currencies would be “‘scarce”’ 
for her. Since she cannot export enough to equal her im- 
ports, her pound tends to depreciate in terms of other 
currencies, particularly our dollars, and such currencies are 
scarce at the present rate of the pound to the dollar. 

Instead of speaking of ‘“‘scarce dollars,” which seems 
subtly to suggest that we should do something to make 
dollars plentiful, we should describe the situation in accu- 
rate terms — namely, that Brjtain is importing from us 
more than she is exporting to us and that, as a consequence, 
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her pound sterling tends to depreciate and should depre- 
ciate to correct the imbalance. 

Current discussions of ‘scarce dollars,” however, do not 
generally point to such a natural corrective. Instead, the 
common argument seems to be that the British pound 
should be maintained at its present artificial ratio to our 
dollar and that more dollars should be supplied her — at 
the expense of the taxpayers of the United States. Occa- 
sionally some writer or speaker willing to face facts sug- 
gests that if Britain wishes to employ a socialistic system 
with all its government controls, internal and external, that 
should be her business, but such controls, as those over the 
external value of her pound, should not be maintained at 
the expense of the taxpayers of the United States. We have 
been maintaining the value of the British pound at an 
artificially high level for several years, and we have been, 
and still are, doing the same for various other currencies 

all at the expense of the taxpayers of the United States. 

The great majority of our taxpayers have no understand- 
ing of these particular matters. The current discussions ot 
‘scarce dollars” are not likely to add to their insight into 
how they are supporting, or why they should support, other 
people’s depreciated and depreciating currencies. Our gov- 
ernment apparently has not tried to explain these matters 
to the taxpayers of the United States in a manner that would 
insure a general understanding of them. 

It has not been long since the common discussion, par- 
ticularly newspaper discussion, in this country was to the 
effect that gold is a relic of barbarism, and that it was 
about to lose its value as money in the purchase of goods 
and services. Now the common argument is of an opposite 
sort, and some of it comes from people who not so long 
ago were writing with the tone of authority to the effect 
that gold was passé. 

Some of the present agitation for a higher gold-dollar 
price of gold comes from gold mine interests. Since the 
costs of gold mining have been rising some of these in- 
terests, wishing to maintain their profits and to remain in 
business, have been urging a rise in the price of gold - 
in our case a further devaluation of our standard gold 
dollar. 

The answer to such agitation and contentions is this: 
There is no sound economic ground on which a producer 
may insist that as his costs rise the price for his product 
should rise. Such a policy, if made effective, would guar- 
antee a profitable return to all producers regardless of their 
costs. Inefhiciency and waste would be subsidized. No onc 
would need fear bankruptcy no matter how foolish his 
enterprise or how high his costs. The low wage-rate ques- 
tion could be settled easily by simply paying each em- 
ployee whatever he might request. Old things would be 
more valuable than when new because of the costs added 
during the life of the object following the original pur- 
chase. It would be a peculiar and topsy-turvy world indeed 
if prices were to be determined by costs. 


In the next place, gold has characteristics which dis- 
tinguish it from most other commodities. It is widely used 
as a monetary standard in international exchange and, 
when nations can afford it, as a domestic standard. A 
standard requires that the unit of measurement be fixed. 
There is no more reason, generally, for changing the 
weight of our standard gold dollar of 13.714+ grains, 
fine, which makes an ounce of gold (of 480 grains, fine) 
coin up into 35 dollars, than there is to change the size of 
the foot, or pound, or bushel. If the cost of producing 
potatoes rises or the supply is scarcer than usual we do 
not urge that the size of the bushel be decreased so that 
there will be more bushels. If a standard of measurement 
it to have meaning it must remain fixed — that is, fixed 
as long as a government has the power to keep it fixed. 
Gold as a monetary standard and unit of measurement has 
characteristics not found in other units of measurement. 
Among other things the supply of the gold units becomes 
a factor. But so long as a nation has an adequate supply, 
the standard should be treated like any other standard of 
measurement: it should be maintained. 

All gold mine interests should recognize the fact, there- 
fore, that they are producing a product of which the price 
must be and will be fixed by the government employing 
gold as a monetary standard, and that when costs of pro- 
duction reach the selling price the mines should expect to 
shut down since the monetary standard of the nation is 
involved in any consideration of any change in the gold- 
unit price of gold. A government may wish to subsidize 
some other type of industry to keep it active in production 
and therefore may maintain a price for its product sufh- 
ciently high for the purpose. But such subsidization has 
very limited effects as compared with those flowing from a 
change in the size of the nation’s standard monetary unit. 

The common arguments given particularly by newspaper 
columnists and others in support of a higher price for 
gold are that an ounce of gold is selling in various world 
markets at more than $35 per ounce and that we should 
have a free market for our dollars and gold to determine 
their true value. 

It must suffice here to point out some of the more basic 
answers to these currently common observations and to add 
that the latter will not withstand accurate examination. 

While the United States is maintaining an international 
gold bullion standard (in a restricted form), its non-gold 
dollars are kept at a parity value with the standard gold 
dollar by a system of indirect conversion. Since January 31, 
1934, our non-gold dollars have been maintained at parity 
with gold at the rate of $35 per fine ounce. Under such 
circumstances, a free gold market means freedom to sell 
gold to, and to buy it from, the United States Treasury at 
$35 per fine ounce. Although there are various restrictions 
on this freedom, they have not been sufficient thus far to 
disturb the parity between our non-gold currency and gold 
at $35 per fine ounce. Should this parity cease to exist, the 
Treasury is required by the Gold Reserve Act of 1934 to 
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redeem the gold certificates owned by the Federal Reserve 
banks “at such times and in such amounts as, in the judg- 
ment of the Secretary of the Treasury, 2z< necessary to 
maintain the equal purchasing power of every kind of cur- 
rency of the United States.” (Sec. 6; U. S. C., title 31, 
occ. 3156.) 

Quotations of gold in various markets of the world at, 
say, $60 or $80 per ounce represent a flight from some 
domestic currency to gold. Sometimes the quotations do not 
actually mean United States dollars, but are an inaccurate 
translation of some sharply depreciated foreign currency 
into our dollars at some artificial rate that is nominal, not 
one that can be made effective. 

Whatever the reasons may be for such distortions — 
ipparent or actual — they do not justify the argument that 
the United States should devalue its dollar again. So long 
as our gold reserves are ample to support the liabilities 
resting upon our gold, devaluation is neither necessary wo: 
desirable. When a nation finds it necessary to devalue its 
money, its position is unfortunate indeed. 

The nature of devaluation may be illustrated by our 
devaluation of January 31, 1934, by which we reduced the 
weight of our standard gold dollar approximately 41 per 
cent below the pre-1933 dollar. As a consequence of this 
act, which was not forced upon us but undertaken because 
of a misunderstanding of its nature and implications, 
foreigners were enabled to buy our dollars for 41 per cent 
less than would have been the case had we maintained our 
preceding gold dollar of 23.22 grains, fine. For us, foreign 
currencies, in terms of gold, were increased by 69 per cent 
above what otherwise would have been the case. For ex- 
ample, had Britain maintained her pound on a parity with 
the gold pound of 113.001 grains, it would have risen as 
a consequence of our devaluation from $4.87 to $8.24. All 
foreign currencies, regardless of their depreciation, are, as 
4 consequence of our devaluation of our dollar, 69 per cent 
higher in price in terms of our dollar than they would 
have been otherwise. The effect was as though we had 
raised a horizontal tariff of 69 per cent against the impor- 
tation of goods and services. 

A nation does not increase its economic well-being by 
making its goods cheaper to foreigners than to its own 
nationals and by raising a tariff against imports (with 
some exceptions). These are ways in which a nation dis- 
sipates its real wealth. 

Devaluation, when forced upon a nation, means that 
such a country has so mismanaged its affairs that its mone- 
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tary reserves in gold have been exhausted and that, as a 
penalty, it must slip down to a cheaper standard, just as 
the profligate spender must lose his good car and go to 
a cheap second-hand product. 

Most of the nations of the world have lost their good 
monetary vehicles and are now trying to get along with 
the cheapest and most unreliable one known to mankind 
—one made of paper. 

The near universality of paper money currencies, with 
poor or no fixed anchorage to gold, has for various reasons 
caused many people to take the position that we should 
give up our better standard and join these other nations 
in their misery. Just why we should abandon our good 
car for the ox-cart standard is not made clear by those 
who would have us reduce the size of our gold dollar 
(or raise the price of gold). Nevertheless, they continue 
with what amounts to such contentions, apparently with- 
out realizing the implications of what they are advocating. 

For 97 years — from 1837 to 1934 — this nation never 
changed the weight of its gold dollar, and this was a cen- 
tury of perhaps the greatest progress that any nation has 
ever made in that length of time in the world’s history. 
Foreign currencies came and went, depreciated, and blew 
up. We went through our Civil War with a depreciated 
paper currency and a free market for gold with the atten- 
dant wild speculation in gold in terms of a depreciated 
paper money — the sort of thing that the current advo- 
cates of a free gold market seem to be urging now — and 
yet we were not so foolish as to suppose that we should 
depreciate our gold dollar. 

The currently widespread notion that, if some foreign 
currency or currencies —- which one or ones? — should 
depreciate, we should depreciate our currency too, is ap- 
parently merely one of the varieties of economic illiteracy 
that we have been revealing in recent yars. Most unfortu- 
nately, practically all these manifestations have involved 
some method of dissipating our national patrimony. 

Currency devaluation is perhaps one of the most effective, 
at least one of the most lasting, methods by which a govern- 
ment can dissipate a nation’s real wealth. Because its nature 
and. implications are understood by so few, it ranks high 
among the instruments that are particularly dangerous to 
national well-being. For this reason pioposals for further 
devaluation of our dollar require constant watching and 
exposure by thosc who understand this evil instrument and 
have an interest in protecting our national patrimony in 
so far as this is reasonably possible. 
























